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U.S. Growth Slows

The Federal Reserve plans to begin reining
in accommodative monetary policy in
response to elevated inflation that was
higher than expected and less transitory
than expected. The likelihood of inflation
becoming entrenched is increasing and
will be more difficult to wring from the
economy the longer the Fed waits to act.
The producer price index increased at an
annual pace of 9.6% recently, a reflection of
the cost of inputs and snarls in the supply
chain. The consumer price index recently
registered inflation of 6.8%. Both gauges of
inflation are expected to remain elevated
until easing concurrently with supply chain
bottlenecks and labor market shortages
toward the second half of 2022.
The Fed recently announced plans to
taper purchases of U.S. treasury paper and
mortgage-backed securities more quickly
than previously planned with an end to
purchases now expected in March of 2022.
This opens the door to three interest rate
increases in the remainder of the year.
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GDP growth through the first half of 2022
is expected to be 4%, slowing to roughly
3% in the second half of the year. The rapid
spread of the omicron variant of Covid-19
may reduce these forecasts by about onehalf of a percentage point.

Monthly Hotel Tax Receipts ($000)
Savannah and Chatham County

2009

U.S. economic output (gross domestic
product, GDP) slowed to 2% in the third
quarter, cooling considerably from 6.3%
in the first half of the year. Consumer
spending declined sharply to 1.6% growth
from the supercharged rate of 12% in the
second quarter. The slowdown in consumer
spending can be nearly entirely attributed
to reduced spending on motor vehicles
along with declines in restaurant sales and
accommodations. Residential and nonresidential construction expenditures fell
roughly 7%, and exports declined modestly
(-2.5%). Further, federal government
spending fell 4.7%.

Source: City of Savannah, Chatham County & VisitSavannah.
Adjusted for inflation and seasonal variation. Three month moving
average.

Region Poised for
Normalized Growth
The Savannah area business forecasting
index increased 1.3% (5.2% annualized)
during the third quarter. The leading index
jumped to 159.3 from 157.3 (revised) in
the previous quarter. The gain primarily
reflects an improving labor market and
increasing consumer confidence.
In the labor market, the number of initial
claims for unemployment insurance (UI)
plummeted nearly 70% from the second
to third quarter. New claims for UI fell to
1,500 in the quarter from 4,740. In fact,
the number of claims declined throughout
the quarter, dropping to 911 in September.
Accordingly, the seasonally adjusted
unemployment rate rapidly fell to 2.8%
from 4.2% in the previous quarter. The
unemployment rate was 7.2% in the third
quarter of 2020.

In the housing market, the seasonally
adjusted number of single-family homes
permitted for construction surged 20%,
rising to 698 units from 579 in the previous
quarter. The third quarter number is 1%
higher than its year-ago level. The average
valuation per single-family unit, however,
decreased for the second consecutive
quarter, falling 4.2% to $239,000 from
$249,300.
The forecasting index is expected to surge
in the fourth quarter as labor market and
housing market gains become more firmly
entrenched in the calculation of the index.
Thus, near-term (six months) prospects for
growth in the Savannah metro economy
are favorable. Continued strength in
tourism and the logistics industry, along
with land development and construction,
will support the regional economy.

A Note From the Analyst
The Economic Monitor is available by email and at the Center’s website
(GeorgiaSouthern.edu/parker/big/big-programs/cbaer/). If you would like to receive
the Monitor by email, please send a ‘subscribe’ message to CBAER@georgiasouthern.edu.

About the Indicators
The Economic Monitor provides a continuously updated quarterly snapshot of the Savannah Metropolitan Statistical Area
economy, including Bryan, Chatham and Effingham counties in Georgia. The coincident index measures the current economic
heartbeat of the region. The leading index is designed to provide a short-term forecast of the region’s economic activity in the
upcoming six to nine months.
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